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Safety and Yield
In Investments
MANY short-term notes

of ample security offer,

at present prices, an un-
usually liberal yield.

Well-known issues of such

securities can now be bought

at prices to yield from
5.60% to well above 7%.
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BondeShort Tarm Notes-Acceptances

| |
Losses Arising from
Neglected Investments

[ Could frequegt!y be pra-
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of changes In condition af-
fecting thelr valus,
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Duyton Power & Lt Prd.

——

DIVIDEND NOTICES

American oolen l:ﬁmpany

(Massachusetts Corporation)
QUARTERLY DIVIDENDS,
Maotice is hereby given that the regular
quarteriy dividends of One Doilar and Seyv-

enty-Five Cents ($1.70) per are on the
Preferred  Stock  and  One ioller and
Twenty-Flve ('vnta (§1 i per share on the
Common Stoo of th Company will he
Ppald on April 15, 1618, to gtockholders of

record March 16, 149i%

ranafer books will be nlosed at the elgae
of businees Murch 16, 1918, and will be re-
openied & the o i of business April

3, 1518,
Wi, M. DWELLY. Treasurer.
Boston, Mass, March 5, 1918,

FINANCIAL MEETINGS

SOUTHERN PACIFIO COMPANY.
NOTICE OF AMEETING.
166 Broadway, New York, N. Y., Jan. 2, 1913,
The Annusl Mectine of the Staekholders
of the Southern Paclfic Compi wiil
hetd =t the oflice of this Cornp

bhe

chorage, Jefferson County,
Wednenday, April 3, 1918, @t 1w
noon, standard time, for the followls

poscs, iz

1. To elect Aftesn Dircctors,

2. To transact all wuch other husincss as
may legaily come b re the mesting, In-

cluding the a v st ratificiation of all
setion of the Bosrd of Dircctors apd of
the Execuilve (¢ kL o the last

annual rmeeil uelkholders of this

Company.
“Fgr the purposes of the meeting  the
baoka for the transfer of mtock will The

closed &t 3 o'clock I M., Tuesday, March
39, 1518, and wil be reopend ot 10 o'clock
A. M., Thursday, April 4, 1015
By order of the Hoard of Lilrectors,
HUGH NEILL, Secretary.

CHICAGO* ANDD NORTH WESTERN
RAILWAY UCOMPANY,
NOTICE OF ANNUAL MEKTING.

The Annual Meeting nf the Htnckhaiders
of the Chicago and North Westirn Hallway
Qompany wiil Le held ot the offics of the
eompany, 226 West Jacksnn Boulevard, |n
the City of Chicagy, Lilinols, an Tussclay
April 9. 1918, at eleven pleloek A, M., fop
the election of Directors and the transac-
tion of such other business as may come
bafaore sald mecting

Tranafer books will be elosed on Satur-
@ay, March 9, 1918, at the clane af bunl-
ness on that day, and wiil be reopened
Wednenday, April 10, 1518, L £

Dated, Maren 1, 161%,

RICHARD H. AISHTON, P

JOHN D, CALDWELL,

—

resldent,
Beeretary,

CHICAGO, SATNT PAU
AND OMAHA RAL
NOTICE OF A>
The Annual Meeting
ef the Chicago, Swint Minneapo!ia
and Omaka Hallway Company will be held
&1 the office of the company, In the city nf
Hudaon, Wisconnin, on Wednesiay, April
10, 1918, W' nine o'nolock A, M., for the
eloction of directors and the transaction of
#uch other bLualness an may come before
ﬂ!;.l rm-;!:nx. u .
ransfer Looks will be clomed on Satur.
day, Mar:h 9‘.1 1918, at the clows of busl-
nesn on that day, and will be rog ed o
Thuesday, April 11, 1818, BEEsC-on
Duted, March 1, 1915,
JAMES T CLARK, Prealdant
N D CALDWELL, Becrotary. e

'L, MINNEAPOLIS
WAY COMPANY,
Al MEETING.

Faul,

Ameriean Spirits Manufacturing Campany,
, The Annusl Meeting of the HtocMnolders
of Amnerican Mpirite Manufuetiuring Com-
pany witl be hold ot two oeinek | M., an
hurmday, Murch 21, 1918, 4t the oficn of
the Compeny, 27 Willlamm Btroet, New
York City, fur the sledtion of Dirvetors ani
for ihe trapssction of such other businesm
AM rEy properly dome helure the Trime ting,
Phe miock transfsr books of the Camsiny
will poti ke cloped,
M. A HOLZINGER, Secrotary,

I industrial securities. 2 :
-'in Russia have besn something of a|&nswer these and related questions is

4l

f the Hrockbalders |

Finance - Economics

WALL STREET OFFICE:
L Milla Building, 15 Broad St.

Telephone:
Hanover 6514

—

stock and bond prices holding firm

stantial improvement.

tion on the part of the trading cle-
ment to await the outcome of devel-

Stock Exchange, the activity in this
group being stimulated by the agree-
ment reached in Congress on the
terms of the railroad control hill,
which will very shortly be put upon

the Federal statute books. Some of  Conditions Favorable to 10 Per |

tne better class of investment rails
recorded gains of 1 to 3 points in re-
sponse to aggressive buying on the

pletely for the }'emaining period of
the war the uncertainties that have
surrounded the railroad situation
since the United States entered the
war. Another factor that has proven
| beneficial to the securities market
| has been the shaping up of the war
| finance corporation bill, with the
climination of some of the dangerous
| features. Industrial corporations
{ have continued to make striking re-

normal, owing to a general disposi- |

and in many instances reflecting sub- |

of activity has been somewhat below |

opments at Washington and abroad. |
Railroad stocks were much more|

prominent in the dealings on the'C()tton Planters

assumption that enactmertt of the|
railroad control bill will remove com—f

turns of 1917 operations, showing |
| that despite the inroads of higher!
| operating costs, abnormal taxation,
fixed prices, labor troubles and other
adverse factors earnings have been
well maintained in a majority of
cases. This has been an important
influence in restoring confidence in |
Developments

drag on the markets, although the}
security markets have pretty well!
discounted all that conld possibly |
happen in that direction. In finan-
cizl cireles the consensus is that the |
disaster that has overtaken Russia
must be accepted as meaning a pro-
longation of the war. |

Bond prices moved irregularly last
week, but the undertone was firm. |
Railroad bonds tended to strengthen
in sympathy with railroad stocks on
the news from Washington. Muniei-
ral bonds have continued to display |
strength in a market in which there |
|is a constantly broadening inquiry.'
| New York City is shortly to borrow
again in the short-term note market
| with an issue of $20,000,000, includ-

FREDERIC H. HATCH & GO,

Phone Rector 6310, 74 Brondway, New*York |
Frivate telephone to Boston and FPhiledelphin. |

| ing $12,000,000 of corporate stock

and $8,000,000 of revenue bills, Ear- |
ly last month the city sold a simi]ar!
amount of notes on a 4.32 per cent/
basis. In view of the caange that
has taken place in the money market |
since that time it will be interesting |
to see what rate the city will have to|
pay on the new issue to be put out
March 12. Industrial corporations |
which have to borrow in the open|
| market continue to pay high interest
| Tates on their new issues. The Proc- |
| ter & Gamble Company sold $25,-|
000,000 of 7 per cent notes last weak |
on a basis of 714 to 73, per cent at

a net cost to the company of 8 per!
cent. Recognition of the rising price
of capital has been taken by tne
United States government itself, |
which announced last week thnt;
| hereafter the Allies must pay 5 per |

2| cent  interest on loans from the!

United States. The former rate of |
per cent gave the government
| ?ne-fourth of 1 per cent to eover the |
| expense of raising the money, Since
| the Treasury Department announced
i*an interest rate of 414 per cent on
| the certificates of indebtedness, there-
I by increasing the cost of such loans,
| the raise to b per cent on Allied ad-
| vances was considered necessary,
| Foreign government bonds, with the
exception of the Russian issues, have
been well maintained in this market
in the last fortnight, holding close to

the high price of the year.

With surplus reserves of the banks
at this centre down a week ago to
the lowest level, with a single excep-
tion, since the Federal Reserve bank-
ing system went into operation, it
was not surprising that moneir rafes
should be firmly maintained during
the past week. The market for de-

mand loans at the Stock Exchange
was held at 6 to 6 per cent most of
the period, and there were signs tnat
the money committee was actively
engaged in preventing any undue
siringency. As a result of the week’s

{ 8115 conts, as against 13 cents, an in-

| with $1.08, an increase of 85 per cont.

bunking operations the Clearing

of the preceding week. Banks con-
tinue to restrict their offerings of
fixed date funds, becauge they do not

House banks built up their reserves |
and restored the surplus over lepal |
requirements to about $65,000,000,
compared with $12,500,000 at the end |

Sentiment in speculative and in-| desire to tic up taeir liquid resour-cesi
vestment circles during the past|With the next Liberty Loan offerit:]g :'
week has continued cheerful, witn |39 1€ar at hand. The banks heavily |

cversubscribed the second offering of |
#800,000,000 of Treasury certiﬁcates'
of indebtedness, the first issue to/

The volume | bear an interest rate of 4% per cer.t.|

The New York banks again did more |
than their share, making it m.‘ces;f
sary to seale down the larger sub-|
scriptions of these institutions in or= |
der to enable allotments to he made{
in full to other subsecribers,

Urged to Produce

Maximum Crops

Cent Increase, Survey In-

dicates
\

Compared with the gloomy days of
the fall of 1914, when the price of
cotton was down to about 6 cents a
pound, the prospects of the Southern
planters for the forthcoming crop seem
atrikingly bright. When the nations
of Europe plunged into war and the
industrial channels of the world were
thrown out of gear, the market wvalue
of cotton approached closer to zero |
than ever before, and the South fuced |
bankruptey and depression. Now calsh'
cotton i3 quoted.pt more than 33 cents
a pound and futures from about 29 to
32 cents. These quotations are almost
double those of a year apo. [

The extraordinarily high price for
cotton stimulates interest in the cnm-l
parative economic¢ wellbeing of the |
cotton growers and other dealers in |
the staple of the South. What does
this amazing apward trend mean in
the terms of the planters? Is the bet-
tetmaont of the growers' econdition as
enormous as it scems? An attempt to

made in the report of a study of costs
in cotton raising published by I. T.
Bachiman & Co., bankers.

“The average net cost of producing
a pound of cotton in the United States
in 1917-18," says the survey, “was
11.28 cents a pound, after subtracting
the wvalue of the by-produets. The
average net profit per acre in all states
in 18417 was §31.55. ls it net clear
that at 27% cents a pound for lint|
and $1 a bushel for the by-produet thar |
¢cotton 18 a very profitable crop? The
fact seems clearly established that at
20 eents a pound
able crop.”

Planter Perceives His Chance

In forecasting what the economic
world may expect from the forthecom-
ing crop, the sketeh declares that, il'|
the war continues throughont 1918, the
present  acreage (34,600,000 acres)
should be inereased Ly at least 10 ner
cent to insure an adeguate supply, |
since this would preduce only 14,800,- |
000 bales. And, the report adds, if |
peace should come before the close of
the year, increasing the acreage te
more than forty millions of acres
would barely meet the world’s require-
ments,

The profits of the Southern farnier
are not us large relatively as they seem
at fivst blush. “In conneetion with the
high and increased price of cotton,”
suys the report, “it is interesting to
ecempare Lhe present price of some of
the items necessary to cotton produe-
tion with the price before the begin-
ning of the European war. OFf the im-
plements enumerated single and double
horze ploupha have inereased, respee-
tively, 67.8 and 73 per cent. Bagging
per yard has increased G0 per cent nnd
tica per pound 1132 per cent. The av-
trage price of plantation mules is now
$212.70, as compared with $156.10 in
1914, an increase of 36 per cent. Fer-
tilizers most commonly used have in-
creased from $20.27 to $37.70, or R6 per
cent. Plantation bacon now sclls for

colton was a profit-

crease of 1428 per cent, while corn-
meal is worth 22 per bushel, compared

Day laber has advanced from a frac-
tion over T8 cenls to slightly over $1.42,
an inerease of 81 per cent, while labor
by the month has inereased from $16.11
to 829.31, or 82 per cent. Cotton pick-
ing per 100 pounds has advanced in
almost the same ratio—from 59 cents
to = fraction over $1.16 cents a hun-
dred, or about B0 per cent.

An analysis of costs is given in the
survey. o “The ingenuily of man” it |
suys, “so far has failed in devising a
successful cotton picking machine, so |
that we have still to depend upon LhnI
nimbler {fingered whites or blacks to
gather the crop. As the average amount
picked per day is less than 160 pounds
to the hand, the procesy is necessarily
slow, and it is often late in the winter |
and almest time to begin preparations
for the new crop before picking is
finally completed. The cost of picking |
is penerally governed by the price of
lint cotton, and as this was very high
throughout the last picking geason, the
cost was proportionately high, The
average price paid in all siates for
picking cotton per sacre in 1917 was
$5.88, which is just about the equiva-
lent of $1 per 100 pounds. This was
the averuge for the season, or to Janu-
ary 1, but as the price of cotton con-
tinued to advance from the opening of
the season the price for picking also
advanced.

Urge Heavy Planting

“0On most well regulated eotton plan-
tations the cultivation of the crop or-
dinarily involves a greater outlay than
uny other expenditure. The cultiva-
tion of the crop consists chiefly in
chopping or thinning out the plants to
n ‘stand,” in repeated ploughings and
harrowings, also in repeated hoeinga—
nll of whien are earried on throughout
the growing season and until the crop]
has renched that stage of maturity to
he ‘laid by.! The average cost af cul-
tivation in 1917 for nll states was $7.06
an acre, which in this instanece happens
to be helow the rental charge, the high
rite of the latter being due to the ox-
traordinary price of lint and seed, piv-
ing the land owner, who reecived n
share of Lthe erop, an abnormully high
allowance for rent."

Tha conclusion of those who mnde
the forepoing gtudy is that the high
priee of eotton .is due not to speculi-
tion but to s real shorluge of cotton.
The hooklet eonstitutes n plen for
farmers to plant up to the hilt for the
coming crops,

The Ideal

Trade Acceptance

Fancing Commerce

|
1

Method of

Freer Use of This New Credit Instrument,
Banker Says, Would Lighten the Heavy

Load on American Loaning Institutions

By Beverly D. Harris.

(Vice-president, National City Banl
of New York
(From an address before the New
York Leaf Tobacco Trade)
NDER the Federsl Reserve bank-
ing eystem the banking power

af the nation is beiqg codrdi-
nated and unified. The nation's gold

reserves are carrvied by the Fodoral Re-
banks, and their
statements roflect the credit and cur-
rency position of the country. The re-
sarves of the member banks arve ropre-
sented primarily by credits on  the
books of the Federal Reserve Rank.
Their secondary reserves consist of
paper eligible for rediscount with the
Federal Reserve Bank,

It is evident, therefore, that the
amount of credit which the banks can
extend depends upon the liguidity of
their assets, the availability of those

ELTYVE

asdets for rediscount and the polieles

of management of the Federal Rezerve

| Board.

The Federal Reserve banks thus form
a great centralized reservoir of avalil-
able eommereial eredit, behind which
are the government and national re-
sources. This constitiites the greatest
reservoir of available eredit existing in
the world,

The Federal Reserve banking system
has been the salvation of this country
in this 2risis. I may go further and
zay it is the =alvation of the world, for |

1

upon it depends the marshalling of our I
resources, upon the effective adminia-
tration of which depend the destinies |

of all mankind. L !

|
Equal to Huge Tasks |

1f our tasks are huge, we nmay Toel
reassured by our basic conditions to |
meet them, We have about one-third |
of the gold money of the world, abso-
lute control of gold exports, an assured |

heavy balance of trade in our l':wor.;
full employment of labor, inexhaustible {
raw moterials and natural resources to |
make us practically sc-lf'-:ium:ortiugi
and inc&imnhly greater than those of
any other country: agricultural prod- |

1
{wenty hilliens of dollars anuually, an |

annual income estimated at fifty h’.]l-;
ions of dollars and the position on |
a large seale of a creditor nation, Our |
Federal Reserve Bank position indi-
cates present reserves of approximate-
1y §1,750,000,000 gold, or approximate- |
ly 65 per cent against circulation and |
62% per cent apainst deposits, with o
flonting gold supnly roundly of mory
{han one billion dollars, which could
be made available as a furthoer basis
aof credit, These things combine to

make our credit and economic position
incomparably stronger than that of any
other country,

Therefore, our eredit base can be
made to support such cxpansion of
credit as may be necessary to the

vital needs of the nation. At the same
time, further expansion uf‘crud:t at
this time must be aloag lines deter-
mined by the policies of management
of the Federal Reserve Board, :

Bearing in mind these basic conii-
tiong, our” immediate problems are
those of good metheds and rood man-
agement, making it incumbent upon us
all to ecectively coiperate with the
Federal Reserve Board. We need to
hring our credit melhods up to the
highest efficiency in order to make
commercial eredit as liguid as possible,
cut out lost motion, arranpge our whole
credit system for effective cotopcra-

tion with our main credit reservoir
t{lmugh the Federal Reserve Banks,
clearimg credit apainst credit, in orvder

to accomplish & maximum of business
on o minimum of credit, to the end
that legitimate commereial credit may
nol ke curtailed, forcing unnecessary
contraclion gnd liguidation. We must
benr in mind that through force of
circumstances this nation is projected
lavgely into the position of the world’s
banker, the world's woerkshop, and a
main relianes for food and rawmate-
rials, which, combined, will require an
almost inecaleulable volume of ecredir,
It is very apparent that evodit must |
somewhere be curtailed, for the neor-|
mous borrowing needs of the govern- |
ment must first be supplied, laking|
precedence over evervthing clse, Nuxti
in order come the most essention indus- |
trial and commereial operations. Con-
siderationy of broad publie policy will
govern tht Federal Reserve Board in
the administration of banking eredit,
curtailing as fully asa may e necessary
credit  for non-esential  oeperations.
Where and how the lire will be drawn
will have to depend upon the exig-
encies of the tremendously complicated
situation ahead,

Control of Corporate Needs

It is inevitable under present eir-
cumstances that the needs for cor-
porate industrial eapital requirements
on a large scule must be supplied
through centralized controel, in which
this discrimination will be exercisod,
If the bill creating the $500,000,000
war bank becomes a law, with o pos-
sible credit expansion of $4,600,000,000,
supported by the Federal Reserve bank-
ing system, it may mean an encroach-
ment of great magnitude upon avail-
able credit reserves—how great we can
only conjecture. It is inevitable, also,
that the banks will have to abhorh
from now on government oblipations to
an extent which will require the ut-
most liquidity of reseurces in order to
be in position to adequately provide
for legitimate commercial needs,

With this in mind, therefore,
must concentrate our attention
these fundumental facts:

1. An unmatured ecommereial eredit |
in negotinble form is a valid asset, |
convertible at onee through our pres- |
ent bunking moechinery into cush or |
available eredit,

2, 0ur eredit methods shoold be
standardized to automntically produce
A type of eredit instrument which will
rvepresent  distinetly nctual sales of
merchandise * going into consumption

we |
upon |

consalidated |

land the terms of such sales, thus|
| bringing into existence an ':mmﬂnsei
volume of self-liguidating commereial
credit instruments of a purely com-
mercial type, which show upon their
face exaetly what they are, and as such |
will be the more readily absorbed by |
the banks and the open market, because
of a type in a class by itself—distinet-
ly self-liauidating, of short ecommercial
maturity and  acecptable abhove all|
others to the Federal Reserve Bank,|
either from bankers or in open market
transactions, As an instrument of this
kind, fulfilling all thess functions, cre-
|ating an elastie eredit curreney, nfx-
panding and contracting automatically,
corresponding to the volume of legiti-
mute commereinl business, the ideal|
credit instrument is the commercial |
“trade seceptance.’ There is no mys- |
tery about them—they stand for what
they are. This, of all forms of credit, |
is the one against which there can be |
the least discrimination.

15

What Trade Acceptance Represents |

|
The trade acceptance rcpreaents|
goods that have been actually sold. A
plain note may represent borrowing for
any purpose, and does not necessarily |
represent transactions of a self-liqui-|
dating character, and may be borrowed |

e sold, or are unsalable, or ng:iinsﬂ
book accounts of an unknown charac- |
ter or for speculation, or for diversion
{into outside enterprises, or for capital |
lor plant account, or for purposes of an |
lunliquid or of an ebsecure character.

| Large intercsts have recently been
|apprehensive  of  finding  themselves
|handicapped for needed ecommercial
credit, owing to their extensive re-
quirements. They were doubtful of the
future, and they sought in certain in-
stances to obtain absolute assurance of
round amounts on bankers' acceptances
for a period of two or three years

ahead, through the medium of syndi-

cate operations invelving a high rato
of interest, making their paper in
ninety-day periods under puarantee of
renewal for the time mentioned, To

restablish 2 market for a large volume

of such offerinps, the underwriters
have found it neeessary to sound the
attitude of the Federal Resorve Board
as to the eligibility of such paper for
rediseount, and have found it unfavoi-
ble for several sound reasons, of
which it is only necessary to mention
that it is regarded as really lonp-time
horrowing, not cssentinlly self-liquidat-

l"aeter between thémselves,

|try's pgreat 1
! brincipal centre of export and import

| s0 doing, and if all

ingr, and of an inflexible and unscien-!

ifie character as {o rate, which would
be a demoralizing clement in the bank-
ng machinery, T'he neecessi
iethods indicates a shortening of in-
termediate avenues of eredit,
would bhe available if the paper were

teserve Banlk. Had these borrowers
been in a position to nepgotiate with

iribl : igtount with the Federal |
uels of an estimatad yalue of noariyl?hm”' for radiscount wi :

ity of such,

which |

the same underwriterd, on tha other |

hand, {0 convert into cash the same
staled volume of trade accoptances, for
the same periad of time, & very broad

i market could be developed for the lat-

ter, for reasons which I shall later en-
deavor to malke evident.

In our open-aecount system mer-
clisnts, in borrowing to earry their
customers, are usurping the functions
af the har rs and carrying an unnee-
essarily heavy load. Ts there a meuns
at hand to remedy the situation and
transfer the load whoere it belongs -
to the hankers and through them td the
Federal Reserve Bank? 1 think there
is—the Trade Acceptanceo.

A Matter of Selling Terms

Let us suppose that, a8 a war meas-
ure made necessary by the present
visis, the various wholesale merchants’
izsociations of the country should “take
the bull by the horns'" and for that
reason alone, utlerly ignoring any dis-
cussion of the many other sound and
excellent reansons which exist and are
capable of demonstration, should join
together forthwith and announce firmly
that for this supreme reason, hereafter
all’ sules of goods for the period of
tho war must be closed on the basis
of eash or trade acceptance. Compe-
tent legal authority has ruled that such
concurrent action is not subject to pen-
alties under the Sherman law. It can
cnly be effectively done in that way—
by combined effort and backbone on
the part of the merchants themsglves,
If you wait for the bankers to do it it
will never be done, for it is altogether
4 matter of selling terma.

If this could be done, what would be
the result?

Credits arising

from the sale of

zoods would not be locked up until ma-!

turity or indefinitely ,but would take !
the form of negotiable eredit instru-

ments of the most liquid type, com-|

manding the broadest possible markot,
Locally, they would be absorbed by
bank<, the open market muF the Fed-
eriil Reserve Bank. »
Federal
markets of the

The banks, the
banks and the open

whole country would furnizh a broader
market,

They would constitute an  ideal
means of settlement between the re-
speetive Federal Reserve banks under
the munagement of the ederal Roe-
serve Board, in licu of settlements
through the gold s=ttlement fund on
oecasions when the peneral situation
requires. lightening the load on one

district and distributing it among the|

Federal Reserve banks in theot her dis-
tricty;

Ideal Type of Investment
tI would be an idenl type of instru-

ment for the investment of the funds !

of ecountry bankers, particularly where
the aceeptovs are merchants of stand-

ing seattered over the country, whose ! to full effeetiveness,

fiome banks would
their puper when
capecielly so if reinforeed by the ad-
ditional strength of the selling tirm on
the paper and the knowledge that this
double-name  paper earries  with it
prima fucie evidenee that it represents
the sale of mooads out of which the
debt is to be liquidated, and is not bor-
rowing for operations of an obscure
charncter. The bank holding a trade
neceptance knows that it ean immedi-
utely be converted into cash at the
Federal Reserve Bank; also, the purs
chasing bank is permitted, when in

be glad to buy

| surplus funds, to invest in trade se-

reptunces without reference to its loan
limit, whereas it can led not exceeding
ita loan limit to any one borrower. [n-
numernble small rmnku have surplus

Reserve |

in avaiiable funds, |

funds out of all proportion to their|

toan limits, It will be seen, theretors,

how broad the market could bo made |

for the ghsorption of such eredits.
Further, the Federnl Reserve Banks
are permitted to buy trade neceptances
but not plain paper in the open mar-
ket, and have made n preferential ro-
discount rate on them to member banks

in recognition of their desirability.
By virtue of this function the Federal
Reserve Banlks can directly relieve a

tense lacal situation, and more equally |

distribute the burden of the country’s

| business thirough the rediscount, under

the gpeneral managenment of the Federal
Reserve Board, of paper of this char-
An arrange-
ment which mirht prove practical
would be to rediscount with the Fed-
¢ral Rescrve Bank sf each district the
paper of firms in that district,

Would Help to Equalize Burden

In such times as the present, the
country as a whole cannot participate
equally in some of the larger {inancial
operations, the burden of which con-
centarates at the principal centres, par-
ticularly New York, which is the coun-
security miarket and the
tranzanetior®, as well as of govern-
menial linancing ad domestic credit
operatios. intimately concerning the
whole country, ’

There are times ad seasons of ex-
ireme demands on these centrs, as
when w are financing the movement of
the country's crops abroad or the im-
portation of goods for national con-
sumption, ¥ when gecurities from other
parts of the country or from abroad
are sold in our markets and the pro-
ceeds drawn against creating condi-
tions in which it is desirable that the
TFedera] Resorve System should operate,
a5 was intended {rom its inception, as
a unit; that is to say, as a government
bank, distributing through the medium

of the Federul Reseryve Board the bur- |

den of the nation's business, assigning |
to eaeh FPederal Reserve Bak that por- |

tion of the task for which it is best
gualitied, in order that no legitimate
detivitios may bha curtailed.

In times of stress the merehant could
use the trade acceptance to advantage
both in buying and selling. In fact, the
war ereates a condition where sound
reasons of public policy may exist for
merchants alike
give as well as require tfade accept-
ances, the practice would operate to re-
move apprehension of any impairment
of credit on the part of a firm piving
a trade acceptance. The expediency of
giving trade acceptances is in all cases
n matter of individual determination,

{ against goods that have not or may not | Which would be governed by money|

tension, restriction of credit, relative|
interest rates, cash discounts and simi-

lar eonditions.

Assuming that the selling merchant
in & given city under such conditions
finds 1t expedient, profitable or desir-

| able to give an acceptance in & certain

tranzaction in lieu of cash, to a mer-

ehant in another city, the merchant to!

whom the acceptance is miven would
ordinarily discount it with his homa
bank. But il it should happen that
money is more plentiful or rates lower
in the city of the buying merchant, it
might he profitable for the latter to ar-
range for the diseount of the paper at
hiz end and settle in cash with the
seller, subject to such a eash diseount
a5 may be reazenable and fair under
the eircumstances. As a war measure
the burden of financing large onera-
tions under this system may be distrib-

uted gver the entire country, reliev-,

ing the excessive burdens on main cen-
tres and placing the entirve financial re.
sources of the ecountry effectively be-
hind banking and eredit transactions,
thus realizing maximum cficiency and
i minimum of tied-up capital and fully
utilizing the funetions of the Federal
Reserve banks, through which such
credits would be largely cleared against
each other.

Inflation Is Eliminated

When the tvide acceptance is paid,
there are a debt and a deposit cancelled.
There is no inflation, because the ae-
coptanees are bazed on gooads poing
into consumption. Imapgine ten men
sitting around a tabie. The sccond says
to the first, “You owe me 510, pay me.”
Paymont is made with a 810 bill, The
third says to the second, “You owe me
10, pay me And the same operation
is rvepeated all round the table. $100
worth of debts are cancelled with a
#10 bill. The same able-bodied $10 bill
can go on indefinitely cancelling debts.
Substitute the Federal Reserve eredit
for the $10 bill; the prineciple is the
same. The main thing is to organize
your self-liguidating eredits to connect
up with the IFFederal Rescrve Bank,

The Federal Reserve Bank System is
something on the order of a national
clearing house, and the results would
be similar in some respects to clearing
cheeks through the eclearing houscs,
Could you imagine the amount of cash
which would be necessary to effeet the
country's dnily settloments without
clearing house system? The inereased
efficiency through this standardization
of credit might be compared to stand-
ardization of models and partd in man-
ufacturing.  The e¢mployment of the
traude acceptance is the “jiu jitsu" of
commercial finance,

There will be dire forehodings - of
overtrading, bad manageinent, too great
expansion of liabilities, perhaps kiting,
accommodation paper, and other oh-
Jeelions.  As a matter of fact, as in
the sale of paper throuch brokers in
the open market, it will be altogether a
matter of pood management, aerutiny
und information. Qredit relationships,
in the last analysis, are based upon
this, knowing with whom you nre doing
business and confidence. Under ox.
pevieneed observation, devious methods
will net go far. Under this or any
system the bankers risk is predieated
upon the good management, conzerva-
tism, financial responsibility and in-
tegrity of the borrower.  Without
these, under any system disaster will
follow. No system affords hetter basie
conditions of commercial credit or of
observation and serutinys

Acceptances in Long Use Abroad

The use of trade acceptances ahroad
is as old as the hills, and has aatis-
faetorily stood the test of time in
banking and opeh market transactions
in the leading FEuropean countries
where eredit standards
est plano,

To the banker, the trade acceptance
has the merit of keeping m view the
character of credit operations into
which his money is going, distribution
of the risk, prima facie evidenee of
liquidity and immediate availability
for rediseount,

The commerce or banking of a nation
cannot proceed on better fundamentals,
The trade ncceptance and bankers' ae-
ceptance are ideal units in both do-
mestie and foreign intevchanges of
credit.  The trade acceptance is the
last and final necomplishment to hring-
N our eredit and finaneial machinery
1 It is the appointeil
instrument  of  eredit  regeneration
and healthier and more scientifie cco-
nomic and husiness standapds,

The adoption of the trade aceopt-
ance is primarily o matter of trade and
selling terms. It will never came into
universal use until selling terms are
universally changed to require thet an
nccount shall be closed either by cash
less cash discount or by trade nccept-
anee,

dn times of normal eany maney con-
ditions we are prone to follow the line
of least resistance, Radical innova-
tions nre unsettling and diffieult of He-
complishment, It is in a groat way
emergency like the present, when ex-
cessive burdens must be wall distrib-
uted over a hroad area, and limitations
are placed upon ervedit, that we come
to a full realization of ‘the true vilue
and efficioncy of the teade neceptance,
seientifically employed, ns a means of
opening latent nvenues of eredit which
wounld otherwise bLe unavailable, and
bringing the cntiyve banking power of

the country to the suppoert of the gen-
eral situntion, 5
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ermany Lenient
In Treatment of |
War Industries!

Government Permits Retention

| ferred and Commaon )

of Greater Part of Excess

Profits

The New York Tribune

Foreign Press Bureau
The German government’s treatment
of war industries has been very lenient,
With few exceptiona all industrial con-
cerns in Germany engaged directly or
indirectly on war work are making
profits greatly in excess of their pre-
war dividends, but the participation
of the gpvernment in these dividends

i
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Tha Annual Meotlng of the
of this Company will he ho
1918, at 12 o'clock noon, at the offine of
the Company, 15 Exchango Place, Jeraoy
Clty, New Jersey, for the purpoan of elsct.
ing n TBoard of Directors, ricelving gng
acting upon the reports of the Officers,
ratifying and approving the aels of thy
Officers, Idreetora  and rutive (om.
mittee, and for the traosaction of Buch
other business asz nay properly coma. ho-
fore the meeting.
You will please take further notles that

Stockh
11 on Mu:iaﬂ

is comparatively small. In the begin-

ning of 1816 a war excess profits tax|

wus passed by the Reichstag and in-

creased a year later and again in |to the extint of $24s,

March, 1917, but the maximum tax
collected now on profits in excess of
those made in 1913 is only 60 per cent,

“Obviously,” says “The Globe,” of |all of which have a
London, “very large amounts have ac- |

cumulated in liquid form in the hands
of the large industrial concerns. It is
practically impossible to glean from

the available publications and from the |

balance shecets of the various com-
panies to what extent the government
eontrols depreciations, reserves, spe-

cial reserves, ete, in reference to this |

taxation, but from all indications it

seems that a great latitude is left to |

the boards of individual companies.

Reasons for Policy |

“The policy of the German govern-

ment is evidently not to take too much |

of the liguid means of the industrial

concerns incthe form of exeess profit

tax.,

“1. In order to encourage these con-
cerns to subascribe lavishly to the
varioua war loans, As a further in-
centive in this direction war loan is
being accepted in payment of excess
profit tax, the companies gaining
thereby the advantage of the dis-‘

| which this Com

|call-.>11
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of New Jersey no stn vited which
hag beon trapsfer coks of the
Company within next preced-
lng the date of this
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FPREDERICK A, ¢ MAN, Becratars.

either spontanconsly or due to pres-
ure brought to bear by the shar-
holders. \

“2, Distribution of a honus in addition

| to dividend, either in cash or in war

loen. This wnay was chosen by sev

eral large concerns in the chemiesl

industry, :
“3. Inereases of capital and granting

count at which the war loans are of valuable rights to shareholders by
issued, the issue of new shares at the lowest
#2. In order to allow all industrial con-‘i’ possible rate. 1‘]1-.- prineipal purpose
cerns to strengthen their position as | af_ this policy is to p dividends
much as possible for the trangitory| within reasonable I as far &

period after the conclusion of peace,

and for the return to petmanent |

pesce conditions.

"8, In order to be able at a given
moment to call for a ecapital tax,
when, owing to the lenieney shown
previougly, the industrial concerns
will not be able to grumble about
the weakening of their liquid re-
sourees, |
“Practically all balance sheets of the!

large industrial concerns show the de-
sire to hide the profits that they are
making, and not even to allow the
shareholders to have a eclear insight in
the financial position of their com-
panies,.

“Comparison with previous years be-
conies more and more difficult for that
reasun, and this policy is evidently
being carried on with three objects:
“1. To prevent the sharcholders from

asking for large dividends.

“2. For the purpose of deceiving pub-
lic opinion, which is already raising
an outery aaginst profiteering,

3. To stifle the voice of labor and of
the Socialists, which is making it-
self heard more and more, asking
for highed wages and higher taxa-
tion,

How Profits Are Shrouded

“The {following are some of the
methods which are used to shroud to
some extent in mystery the profits
made: |
“l. General expenses, taxes; ete., are

deducted before arviving at gross

profits,

“2. Depreciation is carried to extreme
limits, and in many cases not only
new plant installed during the war
has been written off entirely, hut
also plant and buildings which
existed before the war, and in some

instances even the value of the
ground, .

MThe following are examples of this
poliey:

“The Itheinische Metallwaren Fabrik, |
Diizseldorf, has not only put aside!
7.4 million marks for depreciation of
new installations, but has also written

to the company, with the exception of

ground,

“The Cologne Rottweil Explosives
Company has written off all expendi-
utu'es for speecial buildings, machines,
ete.

“The Mannesmann Tube Company
shows in its balance sheet for 1916-'17
depreciations amounting to almost
13,000,000 marke.

“The A. E. G, have written off en-
tirely all plant and buildings, with the
exception of ground.

“The Daimler Company has written
cff completely all plant, buildings, ma-
chinery and even land.

“In many instanees, however, no de-
tails of the deprecintions can be gath-
cred from the balance sheets,

“8. The creation of speecial reserves
for the transitery period and for re-
turn to »ence conditions; also for!
social and charitable purposes.

“The following are examples:

“The Rheinische Metallwaren Fabrik,
10,000,000 marks.

“The Cologne Rottweil Explosives
Company, 5,000.000 marks,

“The Tron Works, Vander Zypen,
5,000,000 marks,

“The Mannesmann T
4,000,000 marks,

“In some cases it is obvious that such
reserves have been created, though de-
tails do not apear in the balasice sheets, |

Shareholders Participats

“Various lines nre being followed by |
the different companien both for the!
purpose of strengthening their position |
and ta allow the shareiolders to par-|
ticipate to some extent in (he proaperi-l'

ube Company,

1

ty of the various concerns,
“The followin

miven:

"1, Ordinary inerease o.f\dhr[dunda,

& cxamples may be

| count, made u total of §1,196,880

the perecentage on capital is con-
cerned,

“The following are samples:

“The Hirsch Copper Works, paying 20
rer cent dividend, otfer new shares to
the shareholders at 115 per cent

“Mix & Genest offer new shares 8t

120 per cent, the present value of the

shares being 300 per cent, i
“The Daimler Company is issuing

24,000,000 marks new shares at 107per

cent in the proportion of three to one

to their shareholders. The capital was
hitherto only 8,000,000 marks, and in

1916 a profit of 12,28 million pm*alm

made. The dividend has risen since

1913 from 14 to 18, 28 and 35 percent

“4 Issue of new shaves to sharehold:
ers free of charge, .
"“This course im:‘ heen taken, for in-

stance, by the Gmu‘.-,r.l'.fnung'shutth.b!

the Steel Works, Lindenberg and ser-
eral other important concerns.

“5, Tssue of new shures to the share
holders by drawing on available re-
serves.,

“This policy has heen followed, for

| instance, by the Company for Chemi

Industry, Mainz; by the Kronprini

Company for Metallurgieal Indesiry

and by the Aluminum Company at Nea-

hauzen.

“f. Issue of new =h
dividend, giving th
option either to d
in cash or in new

Curb on Capital Increases 3
“The increases of capital of the vaf

S
arpz in liew B
1.1;1 areholderstht
+ their dividend

B1ATes.

ous companics reached such an e‘ﬁi
thnt interfereres e I?O"‘-‘f“mw
became necesgsavy, first step

to influence the mosr
panies not to pay high
to ereate ecensiderable
use their available fun:
chase of now are deposits or nnw_::iﬂ“
The next step was to rofuse p?mlm'
to various cempani 1o ohtain QUEE

for the par

t'ons on the Stock Eschange fﬁ;f::;?:
new shares, The last and most

tp isdue un 0

compulsory ¥

step, however, was il
exceeding 500,000 marks regoired ¥
consent of the Reichshank. This e
issdes wero made in the interest
war supplics, but was to stop
/ i
ests of the compinies or for th: s‘i‘l‘i'
pose of reducing any inflution
wil
“Sooner or later the E““("'"rs’:n:‘m l

Socinlist party.

*1, To control prices paid by ‘hed t
avoid exeessive prices,

“a Mo  impose additional taxatieh |
cest profit tax oy in the form
canital tax,
creases in wages.”

e
Irish Bank Prosperous
i
viding for bad and doubtful deb‘;
terest due on deposits and rebs
land reports a net profi o
for the half-year ended Decembef
*
brought forward from the lnst
ntt
of10 per cont a year, less incom
was deelared, such dividend lw
8506,3G5. After transferring
4
to be carried forward. The * roﬂm.'i'
reserve fund built up out of PM
B
were some $10,000,000 larger S
either of the two preceding Ill‘-'?-&}
o

aceording te which all tusue of cap
sent was not to he withheld in case o
which wera simply made in the inkr
dends.
have to pive way to the deman
’fa
ernment for wap supplies 80
cither in the form of inereas ’
3. To introduee
After meeting all charges and 1™
bills not at maturity, the Bank of
t of SIM
4
1917, which, with the sum of §158
of this amount a dividend at ﬁ*:-‘“
to the “rest” there remainedngui,. .
now stands uat $3,406,550.
periods,



